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Charles Sparks, et al. vs.

“Discovery Deposition of Pamela Cameron, Ph.D.

AT&T Corporation, et al. 11/6/01
; Page 1 . Page 3
113 IN THE CIRCUIT COURT 11; IT 1S STIPULATED AND AGREED by and
121 THIRD JUDICIAL CIRCUIT OF ILLINOIS 12] between counsel for Plaintiffs and counsel for
13] MADISON COUNTY 13| Defendants that the deposition of PAMELA CAMERON,
14] 141 Ph.D., may be taken for discovery purposes,
I5; Charles Sparks And Margaret Litle, Individually (3] pursuant to and in accordance with the provisions
161 And On Behalf Of All Others Similarly Situated, 16! of the Llinois Civil Practice Act and Supreme
(7! Plaintffs, i71 Court Rules pertaining to such depositions, by and
183 . 181 on behalf of the Defendants, on November 6, 2001,
91 vs. No. 96-LM-983 tel at Carr, Korein, Tillery, Kunin, Montoy, Cates,
g fo) Kawz & Gilass, 701 Market Street, Suize 300, St.
111 AT&T CORPORATION, 111} Louis, Misscouri, before Pamela Wason Harrison,
{12) Defendant, 112] RPR, CRR, CSK (IL) #084-003684, CSR & CCR (MO}, and
113} {13] Notary Public; that the issuance of notice is
[14] AND [14] waived and that this deposition may be tken with
[15] {15) the same force and effect as if all smewtory
(18] Charles Sparks And Margaret Little, Individuaily [t8] requirements had been complied with,
117) And On Behalf Of All Others Similarly Simated, 17 IT IS FURTHER STIPULATED AND AGREED
i18] Plaintiffs, 18] that any and ali objections to all or any pamn of
L) - {19] this depasition are hereby reserved and may be
[20] v§. No. 01-L-1668 120} raised on the trial of this cause, and that the
121} {21] signature of the deponent is reserved.
22) LUCENT TECHNOLOGIES, INC., 1224
123] Defendant. 123}
[24] [24]
1251 Discovery dep of Pamela Cameron taken on 11/6/2001 {251
Page 2 Page 4
[t IN THE CIRCUIT COURT ' 11] APPEARANCES OF COUNSEL: SRR
(2 THIRD JUDICIAL CIRCUIT OF ILLINOIS: fl - o - B
13; MADISON COUNTY (3| FOR THE PLAINTIFFS: ' . ' -.-: ’ .

14}

151

16 Charles Sparks And Margaret Litle, Endividually
71 And Qn Behalf Of All Others Surilarly Siated,
18] Plaineiffs,
1

(101 vs. No. 96-LM-983

iy

(12f AT&T CORPORATION,

113] Defendant,

14

(151 AND

(141

1171 Charles Sparks And Margaret Linle, Individually

{181 And On Behalf Of All Others Similarly Situated,

14| MATTHEW H. ARMSTRONG, ESQ.
15t MICHAEL MARKER, ESQ.
6] €arr, Korein, Tillery, Kunin,
17) Montroy, Cates, Karz & Glass
181 701 Marker Street, Suite 300
19) St. Louis, Missouri 63101
(10l 314/24]1 4844
il
12) FOR THE DEFENDANTS:
113 MICHAEL P. BURKE, ESQ.
11a} JAMES F. BENNETT, ESQ.
(15] LOUIS F. BONACORSI, ESQ.
[16] Bryan Cave
117) One Mewopolimn Square, Suite 3600

118) St. Lowis, Missouri 63102

(18] Piaintiffs, (19} 314/259-2700

120) |20

123] vs. No. 01-L-1668 oy
[22] [22i

1231 LUCENT TECHNOLDGIES, INC., 23]

124| Defendant. 1241

1251 [25i
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. _ Page 5 . Page 7
{11 INDEX i Q. How do you determine its date?
12 PAGE 21 A: If you look on the very, \;ery last page.
i3t Examination by Mr. Burke 6 @ @ Okay.
4l @ A: And I also went back to -- If vou look on
I51 15 page 6, I was just going back to see what was the
t6] isi last testimony that was recorded here, and it
71 EXHIBITS 17 says -- and it shows an Oregon testimony filed in
181 . il April and May of 2001.
ig] Defendants’ Exhibit Cameron 1 .. 6 el Q: Maybe you've already done it, but would you
1101 Defendants' Exhibit Cameron 2 27 - 1o look that over to the extent you need to, to be
1111 Defendants' Exhibit Cameron 3 63 it11able to just confirm for me that this is an
112 Defendants’ Exhibit Cameron 4 102 nz21accurate listing or description of your CV.
(13| Defendants’ Exhibit Cameron 5 153 nai  A: Yes, it is. There has been a couple of
1a] Defendants’ Exhibit Cameron 6 164 [:4] testimonies since then, but that's the only thing,
115! Defendants' Exhibit Cameron 7 176 151 This will be -- I mean, [ testify all the time, so
116! tisi it would be continuously updated.
{17l nr Q: Page 3 on the copy I have is blank.
sl asi  A: Page 3 is -- [ noticed that, too. I think
[i9i I1g that has to do with some word processing thing.
120l izoi There does not appear to be anything missing here.
21 21y Q: Okay.
(22l I2z;  A: [ don't know why it printed that way,
1231 1231 but -- but there does not appear to be anything
24] 124l missing here.
(250 @s  Q: Okay.
i - Page 6 Page 8
m PAMELA CAMERON, Ph.D.. 11 A: It seems to be a difference in the word

@ of lawful age, having been ﬁrst duly sworn to
i3t testify the truth, the whole truth, and nothing but
14i the truth in the case aforesaid, déposes and says
{51 in reply to oral interrogatories propounded as
@t follows, to-wit:
171 EXAMINATION ,
igy QUESTIONS BY MR. BURKE:
1 Q: Dr. Cameron, would you state your name and
10| address for the record, piease. :
Ly
li21 My business address is 12510 Prosperity Drive,
(ua Silver Spring, Maryland, 20904. _
na Q: And can you give us your Social Security
s number?
A: My Social Security number?
Q: Uh-huh.
A: Yes, sir, I think. 463-94-9734.
Q: Thank you. Let me hand you what's been
rzoimarked as Exhibit 1 to your deposition and ask you
1211 if you recognize that.
221 A: Yes, sir. [recognize this as a copy dated
iz3; May, of my resume or CV.
Q: Dated May. How do you -- This year?
A: Yes. May of 2001. I'm sorry.

118}
117]
18
18]

[24]
123)

A: My name is Pamela Cameron, C-A-M-E-R-O-N.

@2 processing programs when it was printed out.

3 Q: You said there had been a couple of-

(4 testimonies since May of 2001; is that correct?

s A: Yes.

1 Q: Okay. Could you describe those just

(71 generally or identify those?

i A: Yes. There was a proceeding in New Mexico
ol involving universal service issues. It was case
itoiNo. 3223. That was about a month ago, and then
nuless than two weeks ago, I just concluded

(tz1 proceedings in another case. It was a phase of
2 case 3425, That was about two weeks ago.
Q: And what agency was that before?
ns;  A: The Public Service Commission -- Public

ns Regulation Commission. I'm sorry. They changed
n7 their names. They used to be the Public Service

ey Commission. Now they're called the Public

119} Regulation Commission.

2o Q: Were both of those in the state of New

[21; Mexico?

221 A: Yes, sir. I'm sorry. Both were in the

r3 state of New Mexico.

a1 Q: And what generally is the issue relating to
1251 urntiversal service that you testified about?

114]
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Charles Sparks, et al. vs. “Discovery Deposition of Pamela Cameron, Ph.D.

AT&T Corporation, et al. 11/6/01
- Page 9 . Page 11
it A: That has to do with the way in which the 111 CPE stands for customer premises equipment: is that
(21 state of New Mexico is going to fund -- provide a i correct?
21 fund for -- let me see if [ can explain it in as @ A Yes, sir.
14} few words as possible -- is going to fund their u  Q: Or, more colloquial terminoiogy, telephone
istuniversal services. Universal services has been 15} Sets.
1 defined as basic services for small, rural g1 A: Telephone sets, that's correct.
i7] companies, rural companies being the non -- 71 Q: Does any of this testimony relate to
8t Nonrural companies would be a large company like inf @ determining reasonabie lease rates?
191 this -- like, Southwestern Bell would be a nonrural 9y A: Again, it relates only in thé sense that it
o company. A small company would be a small comparjy o provides a foundation for being able to analyze
i1 like 50,000 lines or less. jpythis kind of thing. You apply the same types of --
nz;And the issue was really how you were going nzCan I call them algorithms? We're not reinventing
naito set up that fund. They had a fund, and they i3 the wheel, if vou will, but we are applying it o a
. ey were reviewing it. And the question was what : na different set of circumstances. None of these
ns changes or modifications they wanted to make to ns testimonies go to leasing of telephone sets, per
its) that fund, that funding process. a sl se, but they go to analyzing appropriate rates,
. nn Q: Allright. And what was the particular n7 appropriate costs in general, of other things.
nsjissue that you gave testimony about? na  Q: Okay.
nsi  A: The issue was whether or not the -- they rei  A: Have [ answered your question?
o needed to continue with a -- They had allocated a 2o Q: I think so.
1z certain number of dollars to the small companies. iz A: OKkay.
1221 and the issue was whether or not they needed to Rzt Q: You say it goes -- some of the testimony
23 continue with those dollars. And [ testified that 1231 goes to the question of appropriate rates. Can you
l2e; we did not need to continue with those dollars, (24 give an example? A rate for what?
d 1251 because the federal funding was going to cover izs; A: For example, some of the earlier testimony
Page 10 : Page 12
H ni those dollars. n1did natural gés rate design. Rate designisyou
; ;27 Q: Okay. Are there any of the-publications ' izt would in a proceeding -- an electric or gas
i listed in your CV that you would consider as being m proceeding, you would do a cost of service, where
(41 particularly pertinent to your analysis in this @ you would determine how many dollars a gas' or
: 151case? 15 electric utility was entitled to, and then you
i . # A: No, sir. These are all energy, gas or st would determine how those dollars should be

7 aliocated among the classes of service to the

- melectric. I would not consider any of these
@ individual rate elements, those rate elements

18t pertinent to this case.

8 Q: Okay. How about any of the testimony that i meaning the residential class, the industrial
T nelyou have listed here; is any of that pertinent to no class, ete. So when [ say rate elements, that's
; 111: this case? n1what I mean.
o nz1  A: Pertinent only in the sense that it forms a nzt  Q: With respect to the work that you have done
2 133 babkground in teiecommunications. It gives me a n3i on this case, how was the work divided between you
h 114 background in not just telecornmunications but cost | 14 and Dr. Kahn? .
: (s allocation, costing and pricing in the telecom ns  A: There was a great deal of collaboration
: neindustry. You know, it gives me a basis of 16 between Dr. Kahn and myself out of necessity. 1
h ) nrn knowledge upon which to build, provides the nnwas cut off -- not cut off, I guess. I was in
’ nsifoundation that ['use in making the analyses that 8 hearings in New Mexico at the time -- on
s 101 've made. el September 11th, and I was unable to get back. So
‘ ) 2ol Q: Okay. ' 120 at the time a lot of the work had to be done, a lot
1211 A: But it's not directly related. None of 21 of the earlier that had to be done on this, .
i 1221 this involves damages. None of this involves 1221 Dr. Kahn was in the office; and so by phone we were
L 123 pricing of CPE or anything like that, if that's 123 coliaborating.
: 124 what you're asking. 124) But he performed a lot of the early work
21 Q: Okay. Well, when you say pricing of CPE, 12sithat was done. By that [ mean he was the one that
S - Gore Perry Gateway & Lipa  St. Louis, MO
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{1) Was Ol the computer or dealing with the analysts
iz who were on the computer that was doing a lot of
3 it, and we were corresponding by phone. But we
14 were in communication the whole time. And then, of
i course, he was gone the entire month of October,
st and then I picked up from there. But we worked
7 together. We have always worked together. We
18 collaborated on all sorts of projects. A
@ Q: Okay. After September 11, how long were
{10 you stuck in New Mexico?
it A: Gosh, I was stuck in New Mexico for
11z probably -- [ don't remember how many days, sir.
113 It was several days before we were able to get a
14 rental car, and finally was able to get a rental
nsicar and get to Texas where | had relatives. And I
e drove to the middle of the Odessa area where I had
n7relatives, and [ ended up staying there where [ had
nsraccess to a phone and, you know, less expense. And
1191 stayed there {or another week. So probably all
120t total two weeks after September 11th, something-
‘zil like that, at least, before I could get a flight
1221 out.
231 Q: Okay.
z¢1 A: It was -- They were flying -- They were --
125 If vou had a reservation -- They started flying

Page 15

itlook, but it was sometirne probably right eariy

12 September. It would have been pretty close to

i early September. '

i Q: Okay. And who have you been retained by?
51 A: This law firm.

s Q: Okay. Have you been retained by this law

7 firm previously?

181  A: No, sir.

@ Q: Have you been retained by any of the
uollawyers in this law firm previously?
(i A: No, sir.
nzi Q: Have you given the lawyers in this firm

13 everything you relied on in this case in doing your
f1a} analysis? .
ns:  A: Yes, sir, [ have. Like I said, there were
nersome things that Dr. Kahn had on his computer. I
n7 raided his office while he was gone in October. 1
ns did the best I could. When he got back, there were
ne a couple of things that we found. Those were given
1zoi to you today. But that was -- that was all that
izt there was.
1221 Q: Okay. Well, later on, will you be able to _
123 testify at least to identify what those things are?
241 A: Sure, oh, yeah, yeah.

251 Q: Have you giveni any prior testimony i.n --in

Page 14
n agam about four or five days after September 11th,
i2: some airlines did. not all..If you had a, .
i reservation, you could go. But my reservation had
14l been, like, on September the -- My reservation was
is1gone. [ had a reservation tc go home, like, on
Isi Septernber the Sth or something, so it was gone.
71 S50 the first thing they did was take all
el those people who had been diverted -- that were up
i9in the air and were diverted away. They got those
101 people home. Then they flew all those people who
111 already had reservations. Then they would start
u21taking reservations, and so -- and [ was in Odessa.
(131 S0 as soon as I could get back to Washington, [
nardid, but it was probably about eight days after I
151 got to Odessa before I could get back te
1161 Washington, D.C.
n7 Q: Okay. Were you only first retained to work
tteion this case at some time right before
1191 September 11th? .
20l A: We were only retained to work on it in this
[21)capacity. [ don't remember the exact date, no. We
221 were retained as consultants, but not to fully --
1231 but not to produce a cost -- not to produce
leireasonable cost price estimates in this capacity
25| until approximately -- I would have to go back and

Page 16
i courtroom proceedings, elther by in trial or in
i deposition? I'm just trying to make a distinction :
18 between, you know, public utility-type proceedings
4| and judicial proceedings.
51 A: No, sir, I haven't.
1 Q: Neither trial testimony nor deposition
(7} testimony?
B A: No. Most of the trial work that I've been
g involved in has ended up settling before it went to
noj trial.
nn  Q: Okay. And you were never deposed in any of
naithose cases, were you?
na  A: No, Iwas not.
14 Q: What were you doing in the time frame 1982
pnsithrough 19857
sl A: ‘82 to '85. At the time I would have been
7 working on my Ph.D. and working at C.H. Guernsey &
(18)Company. At least [ would have gone to work for
n91C.H. Guemsey & Company at that point in time.
2ol Q: Okay. What is C.H. Guemsey & Company?

. 211 A: C.H. Guemnsey & Company is an architectural

121 and engineering consulting firm in Oklahoma City,
r21and I would have also been at the University of

" 24 Oklahoma at that point in time. [ would have been

s teaching there as a teaching associate, which is --

Gore Perry Gateway & Lipa
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mit’s a full-time faculty posiﬁon, butit'sa
z nontenured track, full-time faculty position.
3 Q: Okay. During that general time frame, were
i you involved in any way in the FCC proceedmg on
151 telephone equipment?
s  A: No, [ was not.
m  Q: Have you received documents? And [ use
18t that term breadly, both, you know, any kind of
iot documentary material, whether it's paper or
noj electronic form. But have you received those kinds
11 of documents from the law firm in this case to use
nz1in doing your analysis?
na  A: Are you asking me if I have locked at some
i14) of the discovery in this case?
nsi  Q: Well, yes, but a broader question would be
ns whether or not you've received any kind of
(17 decumentary rmaterial from the lawyers in this case
na for your use in deing your work on this case.
ot A: Yes, sir. I have received discovery
izoimaterials, a fair amount of discovery. I'm trying
iz1) to think if there's anything else besides the
12z discovery. We received one initial, very bad copy
123 of a Form M. We went and got our own Form Ms afteq
izerthat. I'm trying to think if there was anything --
|23 any other documents that we received from this

Page 19

i1y been deleted or destroyed'? The server will wipe

[2: them out. It only keeps them in the stack for a

@ certain amount of time.

1 Q: Okay. Well, going forward from today.

51 please don't have any of those deleted or destroyecl
sl out of the ordinary course, all right?

7 A: (Witness moved head up and down.)

w  Q: You have to answer yes or no.

@ A: Yes, okay.

na  Q: Why don't you tell me a little bit about
1 the organization of -- Well, why don't you tell me
iz about your organization. You work for Exeter

1131 Associates, Inc.; is that correct?

114 A: Yes, sir.

nst Q: What's your position with Exeter?

sl A: I am a vice president. a board member, a
nnprincipal. We're not big on titles. It's a small

s consulting firm. It's a partnership. Do economic
e consulting. We do various kinds of economic

120 consulting, but it's almost all electric, gas, or

iz1l telephone related.

12z A large part of it is before public

iz3 regulation or public utility commissions, but --
iz4 and that's probably 40 to 50 percent of it. Then
251 there's another probably 30 or 40 percent of it

- Page 18

11 irm.

izt Q: Okay. Well, the materials that you

i3 received from this firm, where are those located

la) LOW?

51 A: The materials that we received from this

isl firm?

7 Q: Yes.

| A: Would be located in our offices.

o1 Q: Okay. Have you used e-mail to communicate
notwith either -- with -- internally within your

i1 company or with the lawyers in this firm in

121 connection with the work you've done on this case?
ita A: Yes, sir.

ital Q@ Okay. And where is the computer that you
nsiuse for that e-mail?

nsl  A: It's a server. We have a local -- a LAN, a

1271 local area network, server that, you know, we're on
i18; the local area network, and it services the office.
el It's located physically in our office.
eoi Q: Okay. Well, have you -- To your Knowledge
iz have any of the e-mails that relate to this case
1221 been deleted or destroyed at this time?
23, A: The server holds them for a certain period
i24i of time, and then they're -- You know, it just
1251 keeps them for a certain amount of time, Have they

Page 20
111 that is speciai studies, this cost-benefit '
@ analyses. It might be damage assessments of
wivarious types. It might be special energy studies.
14t We do a lot of work for the Department of Energy,
isithe Department of Defense, that sort of thing. And
s then there's just, you know, miscellanecus other
71things that we do that come along that might fit _
18] into our expertise, o
o Q: Okay. You said it's a small shop. How

(10} Many --
niy  A: How many people?
nz; Q: Yeah.

nay  A: Altogether?

4 Q: Yeah.

ns;  A: We formally run around 20 people

nel altogether, and that includes -~ including
n71administrative staff. There's about seven

118/ Ph.D.-type partners and about 20 people altogether.
it Q: Were there other people who worked on the
izol analysis that you and Dr. Kahn have done in this
121} case?

12z A: Yes, sir. Analysts would have worked on

=3 this. We hire student -- Student, I'm sorry, I

24 didn't mean to say that, We hire graduates, either
1251 be individuals who have a B.S, or a master's

Gore Perry Gateway & Lipa

St. Louis, MO
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Page 21

(1, degree, who would be the individuals who wouid
21 probably do-most of the running of the Excel

(v spreadsheets. We refer to them as analysts,

4 Q: Was there -- Can you identify the other

151 people who worked on this -- on this case?

Bl A: Yes, sir.

i Q: Okay.

8 A: One individual who would have worked on it
t9y would have been Emma Nicholson, E-M-M-A, Nichols
ol Q: Okay. And is she an analyst?
n1  A: Yes, sir, she's an analyst.
ny  Q: Okay. Anyone else you can identify who
131 worked on it?

i A: Michael Lee. He is alsc an analyst.

ns  Q: Okay. Anybody else?

e A: That's all. I believe.

nz  Q: Okay.

8 A: Availability of resources determines who --

s you know, who might be available. I don't know how
1201 to run a spreadsheet. So who -- somebody has to

(211 help me, you know, with these things. Solgo

1221 begging, and either Emma or Michael are most likely
123/ the people to help me.

2ai  Q: Can you identify the particular work or

j25) describe the particular work that Emma Nicholson

b1 (31

. Page 23
i1) counsel yesterday afternoon, late.
2l Q: Okay. Any other documents that you
13 reviewed?
#  A: Iwould have -- I would have looked at a
sl number of discovery documents. By that [ mean they
isiwould have been the documents that I used initially
min making the initial assumptions that we used in
withe -- in the -- in the spreadsheets.
Q: Okay. What documents were those that you
nolooked at? '
iy A: Those would be the documents -- Those would
121 be the sources that would be idéntified at the end
natof each -- At the end of each of the sets of Excel
ns spreadsheets that we sent you, there is a list of
{15] SOUICes.
nst Q: Okay.
n7 A: And you should have, like, some Bates
ns stamped numbers and some things like that, and
e there should be a list of documents back there.
iz0; That should be primnarily what I looked at.
iz1) Q: Okay. What did you talk about -- When you
1221 said you met with the lawyers last evening or late
;earyesterday anyway what did you talk about in that .
;241 meeting?
2s) A: We talked about what you were hkely to ask

: Page 22
1 did?
21 A: Emma was -- would have been more involved
(31in the earlier stages. Emma was the individual Who
(4 went and gathered up the Form. Ms I referred to
151 earlier when [ mentioned we -- we went and gathered
61 some Form M data. She went for us to gather those
171 documents and copy them and bring them back.
18t Emma was also instrumental in helping us
1oy with the early stages with inputting the
1ol information when we were trying -- when I -- This .
iy was when [ was in New Mexico when we were still
n2i rying to put in the -- input the data so we could
(13; get the database -- what I'm going to call a
114 database built for the sets in service.
nsi Q: Okay.
sl A: And then Emma was called off on another
17 project. and Michael would have been more
tisinstrumental later on when we were doing more the
netlast -- when we were running the damage model

" Page 24
us. We talked about whether I had a decent trip
1 over here. We talked about -- [ don't remember .
131 everything.

41 Q: Okay. What do you remember them saying |
is;was likely to ask you?
s A: Well, | remember them saying you were
i7) likely to go -- you were likely to be persistent.
#1'That was what [ remember them saying.
1oi MR. MARKER: We were probably wrong about
1ol that.
ni @ What, you don't think I'm almost done now?
nz1Was there anything in particular that they told you
naryou should be sure to clarify or make a point to
114l testify about?
usi  A: To be sure and clarify, no, sir.
nei  Q: Okay.
n7  A: Not particularly that I recall offhand.
ne Q: Okay. Did you have any conversations with
i9) any other consultants or experts prior to this --

120} itself, the Excel spreadsheet that ran the damages, zoi A: You mean --

21 and applying the interest calculations to it. 121 Q: -- deposition?

{22 Q: Dr. Cameron, what did you do to prepare for 221 A: -- other than Dr. Kahn?

(231 this deposition today? 23 Q: Yes.

24t A: Well, I reread Mr. De Lura’s transcript. [ z4l  A: No.

i2si came a little early yesterday. and I met with sl Q: And the only deposition transcript you
Gore Perry Gateway & Lipa  St. Louis, MO
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nreviewed was Mr. De Lura?

g1 A: Well, before  came -- You asked me before
1311 came down here. No. Before that there was

1 another lady whose name was Amy Noble, I believe.
51 Q: Noble.

i A: But that was along -- not a long time ago.

in That was back in September something.

w  Q: Okay.

@ A: I believe your prior question was: What
nordid you review in preparation for this deposition?
nir Q: You're correct.

1121 A: Yeah.
13 Q: That's what I intended by this question
nalalso. I'm sorry if I didn't mnake that clear.

isi But -- So anyway, the only depaosition transcript
(161 you reviewed in preparation for the deposition was
nr Mr. De Lura?

s A: Right. Did I go back over Mr. De Lura's

f1el transcripts? Yes. '
2ot Q: Dr. Cameron, did you or any family member
iz1: vou know of lease a telephone from AT&T after
12zt January 1, 19847
23 A [did.

e Q: Okay. How long did you lease it from AT&T
s after January 1, 19847

Page 27

mcould. Iwould have had to have a technician,

iz somebody smarter than I about -- 1 would have had
farto have my plugs rewired. So it wasn't

141 technologically -- It would have been a cost for me
isi to do that.

i Q: Do you recall that you were aware in early
1711984 that the sale of phones was deregulated?

@ A: I was not aware of that.

o Q: Do you know of any family members who
no leased telephones from AT&T after January of '847
ny  A: Idon't know what my family members did.
nz;  Q: Which -- Who is your telephone company when
i3 you lived in Oklahoma, which regional Bell

(L4} operating company?

ns; A: Southwestern Bell.

i1si [Deferndants’ Exhibit Cameron 2

n71marked for identification.)

ns  Q: Dr. Cameron, let me hand you what's been
ng marked as Exhibit 2 to your deposition.

2o Ar Yes, sir.

2y @: Do you recognize that document?

221 A: Yes, sir. I've seen it.

i2ar  Q: Okay. What do you recognize it to be?

1241 A: I recognize it as something that was -- |
zsidon't know exactly what it's called, but I

Page 26
i A: 1leased it until 1880 -- See, [ have to

iz think when I moved to Washington, D.C. [ leased it

muntil [ moved te Washington, D.C., when I was -
1| given -- I know it because I was given a phone when

511 moved to Washington, D.C. Prior to that time, my -

s house had the kind of phones that were hard-wired
rlinto the wall.
I8} Q': Where were you living when you leased the
191 phone?
o A: In Oklahoma.
nn  Q: From taking a look at your CV --
(1z1 A: Uh-huh. When did I go to work for N/E/R/A?
3l In '86.
114 Q: Do you recall when in '867
st A: Uh-huh. It would have been in that summer.
nst I moved here, like -- I went to work for N/JE/R/A
7 that summer, so it was probably July or August of
18 '86.
it Qi Okay. Why didn't you stop Ieasing a phone
120l while you were in Oklahoma?
1l A: To be honest, I didn't know -- I have since
12z thought of this only because of this case, but at
231 that time I honestly didn't know I could. Like I
izel said, my folks were hard-wired into the wall, and
(25 it would have been an éxpense. I didn't know I
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nirecognize it as something that was turned over to
(z1you as a description of -- of what our study does
(3l OF Tepresents. -
1 Q: Okay. Did you or anyone at Exeter
st Associates to your knowledge prepare this document?
s A: No. '
tn Q: Did you review the document at some pomt
s before it was sent to us?

@ A: No.
no; Q: Pid you provide -- Let me back up. How do
1 you refer to the law firm that's retained you here?
a2 1 just want to use the right terminology.
113 A: How about Carr Korein?
a1 Q: That's fine. Thad somebody refer it to as
115 the Tillery firm, so I wanted to knd how you refer
l1e to it.
n7  A: Okay.
ns MR. MARKER: Marker & Associates.
ngl Q: There you go. Can you tell me what my last
izc) question was? I'm lost.
tzi (The requested portion of the
122) record read by the reporter.)
1za1 Did you provide to the Carr Korein firm the
4 information that's in this document?
@s] A: Wewould have provided a description that
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n:was very closely related to the information in

@ here, yes, sir.

3 Q In what format did you prowde that

i information to Carr Korein?

5 A: You know what? I'm not sure whether at

% some point in the history of things I may have sent
77 Mr. Armstrong an e-mail or whether we just went
il over this on the phone. I'm not sure. .

g Q: Okay.
ei A: Ithink that -- [ recognize some of this
11 language, and some of this language I don't
ltz recognize.
n3  Q: Okay. While -- Let me represent to you
114 that I think this would -- could properly be
nsireferred to as an interrogatory answer, the
nei document that's Exhibit 2 to your deposition. Did
[17:yOU ever prepare a written report that moved from
ne: Exeter Associates to the Carr Korein firm that
ite) contained your analysis?
i20: A: As Isaid, I think at one point I preparecl
213 what 1 woulid not really characterize as a written
izzi report. I think I prepared at one point an e-mail
123t to Mr. Armstrong that contained a summary, a quick
[zl suInmary, but we never prepared a written report.
1zsi Q: Okay. Do you have anything prepared at

Page 31

(i Q: Okay. Is the -- Would a correct -- Would

121 it be -- Would it be meaningful to say did somebody
(3 have to write some computer code?

ul  Ar No. Nobody wrote any computer code.

s Q: Okay. Why don't vou describe to me what

(sl they had to write.

71 A: It may be easier for you to talk to

: Dr. Kahn about this, because like I told you, I'm |
s not an Excel person. But the way the spreadsheet
1ot works is somebody has to put in -- To the extent
nithat there's a formula in there, somebody has to --
nz Within the spreadsheet itself -- And the pages you
113; got, you know, up there in that little bar, that if
i1a; you look at the -- if you look at it up there,
isithere's a bar up there. And if you click on that

usl little cell, there's actually a bar up there that

171 has a formula in it. But nobody sits down and,

ns like, writes code as such.

ne Q: Okay.

o1 A: Like, nobody sat down and said, Here's,

1211 like, the formulas that's going to go into it.

i22: Basically we sat down, and we said, You know,

23 here's what's got to happen: and here -- you know,
za here are the sets-in-service database, make it
zsthappen. and that spreadsheet you got is what does

Page 30
111 Exeter Associates that actually lays out the actual
izt formulas that you used in preparing your analysis?
13 A: No, sir. We were going just too fastand .- -
14 furious. We never sat down and stopped and -,
15i prepared a report. We were doing -- We were just
s moving fast. We were trying to make that early
7} October deadline that we never did.
iel  Q: Would it be correct to say that certain
191 computer programs had to be written to do the
il analysis that you've done in -- for this case?
itil  A: Yes, sir. The Excel programs will
1z obviously have algorithms embedded in them, if
na that's what you're asking me. -
14l Q: Well, when you say -- Would it be -- Could
nsi I describe thoee as actual computer programing
ns) steps that somebody had to define and program into
i7rthe computer so it could do the analysis in this
18] case?

191 A: Somebody had to put it in there --

i20i Q: Okay.

121} A: --or it couldn't have done it. .
1221 Q: Okay. Is there a listing of the computer

12si program that you used in this case somewhere?
i24i  A: A listing of -- I'm sorry. I don't know
12siwhat you mean by a listing of the program.

Page 32

{1 it. : e
2 Q: Okay. Is there a printout anywhere of the"

13 spreadsheet showing the formulas that are contained
[+in the cells? :

s A: [ don't think the printout shows the

i formulas.

m Q: Okay. Do you know if it's possible to

18 produce a printout that shows the formulas?

iw  A: Fm sure it is. | personally don't know
o1 how to do that, but I'm sure we can make it happen
j11] somehow.
na Q: Okay.

a3l A: And some of it should be, like I said,

na just -- If you look at the notes at the end of each
nsjone of those -- I don't know if the proper term is

16 spreadsheet or set of spreadsheets. There's also a
1171 set of assumptions or notes at the end of each one

nsjof those that printed out with it. Those should

ne also have some information that should tell you how
120) these spreadsheets work. And I don't know if you
rucall that a formula or not, but those are -- but

122; they tell you what goes into the spreadsheets, if

123 that helps you.

(241 Q: Well, we'll go -- Probably make more sense

125 to hold off on some of that until we go through
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ursome of these spreadsheets, and you can explain it
12 to me then.

B A: Okay.

4 Q: Okay. Looking at this mterrogatory answer

s that's Exhibit 2, I'd like to refer you to the

i third paragraph there on what's marked as page 50.
7 In the third paragraph, it makes references to

8 things called, quote, new, dash, ins, I-N-8, closed

181 quote, . :
el A: Uh-huh.

ny  Q: It also makes references to things called,
nziquote, exsting, dash, ins --

i3 A: Uh-huh.

itel  Q: -- closed quote. And, quote, UTEC,
ns U-T-E-C, reinstates, closed quote. Can you tell --
s I'm taking them one at a time. Can you tell me.
n7iwhat each of those means? .
ns;  A: Right. New ins would refer to new customer
netcoming into the market who wants te lease a phone.
201 Q: And the --

zii A: Never been there before. New meaning

1zzj literally new.

zal Q: Okay.

rai  A: Existing ins refer to people who want to

1281 upgrade, downgrade; in other words, change the type

Pages 35

1y the discovery materials.

21 But again, nobody seems to know absolutely

@i for sure, but my understanding is that if you were,
14 for example, delinquent -- Let's say you didn't pay
is1your bill for 30 days. Your service may be

i1 delinguent or turned off for 30 days, but you were
mreinstated. But then you would be -- Your -- But - -
if your service was reinstated -- I'm sorry. If

e you were delinquent for 30 days, your service could
norbe turned off, reinstated. You would still be part
iy of the embedded base.

nz2i Q: What was your understanding of what would
nahappen with the actual telephone set if somebody’s
14 service was cut off under the circumstances you
nsijust described?

ns  A: Well, if it was -- If they were -- If they

n7 paid their bill and their service was reinstated,

ng then they just continued on as If it never

na happened.

izot Q: So the telephone set was never removed --

21 A: Never removed --
21 Qi -- {rom the home?

23 A: -- from the premises. You just continued

@4 0N, yeah. - :

st Q: And, Dr. Cameron, did you say at some point
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niof phone or add an existing phone to -- Let's say
| you already have a phone and you want to get
@ another one installed.-
W Q: Okay.
i5si A: And UTEC, U-T-E-C, UTEC reinstates, and to
i be honest, I forget what UTEC stands for. But

71 Mr. De Lura describes it as ER -- it becomes ERC -

@i later in life. I'm drawing a blank right now, but
@Iit is the -- it was the predecessor to the
i10i economics recovery cost, and reinstate abviously
n1means reinstate. It's what the -- It's when it
iz becomes reinstated; somebody who wasn't paying
na their bills, and now they're being reinstated. And
1141 ERC is economic recovery cost.
nsi  Q: What's your understanding of -- Could you
18l explain what your understanding of that is? When
nnyou say somebody’s not paying their bill and
nel they're being reinstated, what does that mean in
91 this context?
le1  A: In this context it means perhaps you were
i1 delinquent; your service -- I don't know exactly.
i221 And again, it's one of the reasons I tried to --
23 didn't try. 1did reread Mr. De Lura's transcript.,
i24) trying to clarify some of this, and there's another
sjdocument that defines all of these terms that's in
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i this became referred to as ERC? S
2 A: Uh-huh. UTEC [ think eventually becomes:
3 ERC 679. If you looked at Mr. De Lura's. :
|4 transcript, [ think he talks about that. s
isi Eventually it becomes the ERC, becomes what's known
i1as ERC, economic recovery cost. But up until about
7 1991 or '92, it's referred to as UTEC. In the
181 early documents that we had that we first pulled
it the sets-in-service data from, the early stuff,

netit's referred to as UTEC.

111 Q: Okay. Do you have someplace a listing of

n21the data you used in each of these categories?

3l A: Yes, sir. If you look at the -- If you

n4 look at the documents that we gave you, you should
s see at the back of -- of the table it will list

ne De Lura, and it shouid list about -- I don't

n7nknow -- 10 or 12 De Lura exhibits; and those

i18 exhibits will give you the exhibits from which this

neidata comes. When I say that, I say that because

i2ol there are, like, 10 or 12 or 14 of them.

21y Q: Paragraph 3 in part describes that the sets

122t that are identified as new ins were not considered

(23 part of the class.

=4 A: Yes, sir.

izs; Q: And as I understand paragraph 3, it says
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nithat existing ins and UTEC reinstates are allocated
(z1in some way so that part of them are considered
13t being not in the class and part of them are
14t conisidered to be in the class.

5 A: That's correct.

& Q: Okay. Can you explain to me why any of

;7 them are considered to be outside the class?

181 A: Okay. When we start off in 1/1/84, all of

io) the sets in service are assuined to be in the class.
no They're all considered embedded base. So a hundred
niipercent of everything is embedded base on 1/1/84.
nziBut as we go through time, people drop out. People
13 come in and lease new phones that are not an

114, embedded-base phone, so we got sets in service. We
s got people dropping out and pecple coming in who
li6 were not customers on 1/1,/84, never been a customer
nz prior to 1/1/84. So we've got to take that into

18] account. )
Q: Why?
izo]  A: Because my understanding is that this suit
pris limited to those customers who were -- I'm
i22 sorry. This damage is limited to those customers
1231 who were part of AT&T's lease. The customers on
241 1/1/84, they were part of the embedded-base class.
Q: All right.

19|

125
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i Q: Well,  understand that you ‘re not giving

121 any kind of legal opinion here, but I arn interasted
1lin what your understanding is as to why the

w customers wha only first started leasing phones

is after 1/1/84 are not part of the ciass. _

isi  A: Well, those were the customers that were

(7 part of the transition. Those were the customers
18 that came across from the RBQCs. Those are the
19) customers that -- that were part of the Computer -
noiInquiry II. Computer Inquiry Il is an FCC case.
ni: But I don't have a theory as to -- Other than that,
nz1I don't have an economic theory as te other than
1a that.
e Qi To your understanding did the customers who
ns first started leasing after 1/1/84 pay the same™

l16) lease rates as customers who had been leasing ever
7 since 1/1/847
A: As far as | know.

ng Q: Did you do any sort of analysis or study to
1201 try to determine -- I'm sorry. Let me restate

121; that.

iz21 Did you do any kind of analysis or study to

1231 try to form an opinion as to whether or not

124i customers who began leasing after 1/1/84 were
w2s; making rational economic decisions to begin '

118]
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. A: Not cverybody who came on board just at any
i21old time, you know, forever after.’ :
B Q: Well, do you have an uriderstanding as to
faiwhy the people who came on board after 1/1/84 are
151 not part of the class?
61 A: Ihave a general understanding of the -- of
7 what this case is about, but that's a legal
® question; and [ mean, I don't understand all the
101 legalities of it.
ner Q: Okay. What is your understanding?
nu  A: My understanding is, like [ said. [ was
121 hired to look at the -- to estimaie the reasonable
(13 cost-hased price for these sets, not to do an
4 econornic analysis of what could have or should have
st happened or what that leased market was or wasn't
1181 back at that time or is or was at any point in
nrtime. So, you know, like I said, that's a legal
(18] question. '
sl My understanding is that the legal
i20l definition of this case is that the sets in -
211 service, the embedded -- the embedded-base
221 customers are the class that we are interested in
tzathere.
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11 leasing?
21 A: No,Idid not.
3 Q: Do you have an opinion?
il A: No, I do not.
51 Q: Did you do any kind of study or analysis to

6/ try to form an opinion as to whether or not

17 customers who were leasing as of 1/1/84 made a
sl rational economic decision to continue leasing

io after 1/1/847

not  A: No, I did not.
1y Q: Do you have an opinion?
f1z1  A: No.

13 Q: The last sentence of the third paragraph

14 says, quote. For calculation purposes, Dr. Cameron
its and Dr. Kahn assumed that the probability of a set
sl leaving is the same whether the set is in the class
17 or not, closed quote.

A: What that means is -- I'm sorry,

ne  Q: I'was going to say would you explain --

1zol would you explain what that means?

21 A: Yes, sir. I'm sorry, 1didn't mean to

122) speak over you.

Q: That’s fine.

18}

123]

DpaScrpt

lze1  Q: Okay. 24 A: What that means is that -- Going back to
s|  A: QOkay. i2s where we were starting before, on 1/1/84 we assumed
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mithat a hundred percent of the sets in service were
121in the class. As people dropped out of the class,
13 the class size becamne less than 100 percent. As
14 iew entrants came in that were not part of the
is1class, the class size became less than 100 percent.
i6: In1 other words, both of these things contributed to
{71 class size being less than 100 percent.
i8] So then the question became how do you -- .
1ol as you go through time, how do you deal with this?
o1 So for purposes of our ins and outs, at the
1 beginning of each period, basically what we do is
1z we assume that the -- what we're talking about
13 before that the ins, the existing ins, you said how
141 da you-all indicate this. And the outs are
y131 basically proportionate at the beginning of this
sl period to the -- to the amount of -- to the
7 proportion of the embedded base to the total sets
ns in service at the end of the period for the prior
191 peried.
ol Let me see if I can explain this just a
i1t little bit better. Once it's no longer a hundred
1221 percent -- Let's say we're down the road a couple
123 of years, and now you're at 75 percent embedded
1291 base and 25 percent not embedded base, nonembeddgd
s base. Okay? So for purposes of -- What do we

. Page 43

wof a set leaving is the same whether it's part of

121 the class or not part of the class. I'm wondering
@lwhy you assumed it was -- the probability was the

[4] S2me.

151 A: Well, we're -- The data tells us how many

16 sets leave. All we're doing is making the

(7 assumption about whether when that set left, it was
181 a member of the class or a nonmember of the class.

1ot We had to make an assumption. The data telis us
(lothow many sets leave in each month. But we didn't
i) know whether when these sets leave -- If a hundred
12 sets leave, we don't know whether one of them was
i1aan embedded class member or all 100 were embedded
4 ciass members. So we have to make an assumption
nstabout how many.

nei There are a couple ways you could do it.

1171’ You could just assume they're always 50/50. You

ns have to make a reasonable assumption. Reasonable
g assurmption is proportionate to the embedded base as
ol a percent of the total. So we assumed that the --

211 When somebody -- The number of phones which is
122; given to us in the data that's in the discovery,

123 that's a nurnber that's given to us. Those phones

jz4) are leaving, and all we're doing {s just making

@s assumption about how many of them are embedded are
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nlassume about the outs and the existing ins? Well,
121 we're going to make it proportionate at that
13t 75 percent, 25 percent. We're going to always
lal assume that it's proportionate to the amount of --
151 to the size of your embedded base vis-a-vis your
15| total sets in service.

m Q: Okay.

18 A: Okay. So as your embedded base gets

igi smaller and smaller, it's going to get smaller and
iioj smaller as a percent of your total sets in service.
iy Q: Did you make that assumption about -- 1

2 mean, the statement here is that the probability of
13 a set leaving is the same whether a set is in the
naclass or not. Am [ correct that, you know, as you
(15 just described it as embedded base and nonembedded
i16 base --
st71 A: That's what it means. 75/25 is what that
(18l MEans. '
el Q: But the embedded base would be what the
i20; seritence refers to as the class; is that right?
i2zil  A: Yes. The embedded-base class.
22z Q: And the nonembedded base would be the
1231 nonclass?
i2#4  A: The nonclass, yes.
izsi  Q: Okay. But you assume that the probability

Page 44
nyclass members, as opposed to not our class members.
2t Q: Did you do any sort of studies or analysis
i of actual consumer behavior to determine whether or
winot it was equally as probable that a set that was
1s1leaving service would be from the embedded base as
16/ opposed to the nenembedded base?

71 A: No, we did not. We had no reason to

18l believe that it wouldn't be proportionate, you

o know, to the members of each c¢lass.

noi  Q: Okay. Well, am I correct that what you

i just -- Let me sort of go through an example.
uziLet's start with 1/1/84 and then look at 2/1/84.
13 So during the month of January in ‘84, you'd start
114 off -- Strike that.

ns You'd start off on 1/1/84 with all phones °

s being in the embedded base?

iun  A: Uh-huh.

ne Qi Is that right? You have to answer yes or

ng no for these purposes.
2ol A: Yes. I'm sorry.

i Qi So during the month of January of '84, you
rziwould have certain number of phones coming into the
123 system; new people would start to lease: is that
141 right?
261  A: That's correct.
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wm Q: Okay And do you recall that there's data
2 that shows that in fact new people did start to
131 lease in January of '847
4 A: New people did start to lease, yes.

51 Q: Okay. And so those new people would not be
16 part of the embedded base; is that right?

71 A: Those new people are not included in our .

18! embedded base calculation.

| Q: Okay.
nop  A: But if you want us to put them in, we can.
iy lt will make our damages bigger.
Q: Just trying to work through this example.
A: Okay.

in&7 Q: So those new people would not be in the
" (151 embedded base.
A: Okay.
7t Q: And then also during the month of Ja.nuary
nelcertain people would leave, stop leasing; is that
(19 correct?
A: That's correct.
@1 Q: Okay. So that at the end of January, you
1zz1 would have -- start with the sets that were in
123y service at the beginning of January, and you would

{121

113

[18]

1201
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1 A: I'm sorry. January of '84. I misspoke.

21 Q: How did you treat the pecple who came into

13 the system in January?

il A: Now, if they were brand-new starting

18 customers, never been a customer before, they were
# not included in our embedded base. ‘However, they
mwent into a total pot over here, if you will, a

i1 grand total. So that we could always been -- so we '
tet could -- Like I said, we based our existing ins and
o outs on. the proportions, so we always know how many
{11 sets in service there are. But the new sets -- If
r21 they're brand-new sets, they're not included in the
113 embedded base, but it is a number that we utilize
114 to get the proportion so we know -- so we know what
(15 proportion to apply to the outs. - e i :
sl Q: Okay. And so then -- Are those two numbers -
nzcalled sets-in-service class and sets-in-service
118 total?

ne  A: If you look on the documents that we gave
=0 you, the sets in service, SIS, that applies -- that
j21) appears it should be the embedded class sets in

1221 service, I believe, if it's -- If it appears on the

121 damage calculation itself. That should be the

(2atreduce it by the number of people who left during 24| embedded-base sets in service, _
i2s)January? s Q: Okay. ‘ : - CLA
§ Page 46 Page 48 -
i A: Uh-huh. i1 A: Okay. But that's sort of a bottom line -
22 Q: And -- izy number, if you will. If you lock on -- Then there

@ A: You'll reduce the embedded base by the = -
i4i number of pecple who left. :
151 Q: Right. And you would reduce it by the
s; number of new phones that came in also to get the
71 embedded base in the beginning of February 1?
® A: On February 1 the number of sets in
18! service -- the embedded base that we used, the
1101 sets-in-service embedded-base number. would have
tittbeen reduced by the number of phones that left, all
iz of them, because on January 1 we would assume
13l everybody left; because -- ['m sorry. On
n4 February 1 we would assume all of the January
i1s; phones that left would have been embedded-base -
1161 phones, because they were all -- you know, for
7 purposes of the month of January [ of ‘84,
118t 100 percent of everybody who left were
ne embedded-base phones. So 100 percent of everybody

1200 who left in the month of January were embedded-base

21 phones.

221 Q: Okay.

A: 50 February 1 the number is sma]ler by
i24j everybody who left in January of 1.

251 Q: Okay.

23]

131 should be another set of documents that has, like,
ja1 some -- bunch of other weirder stuff in it that

s says SIS and existing, and it has more of the new
s1ins and existing ins and some of those other tities
i71on the top of it. Now, those numbers will

s correspond to what we're talking about here, the
i1 outs, the ins, the existing ins, and ail of that.

Q: Okay.

A: And those we'll distinguish.

Q: Okay.

i1a;  A: But those are two separate things.
114 trying to confuse you here. '

ns Q: That may make more sense. We'll come back
1161 to that maybe when we're looking at the

7 spreadsheets.

na  A: Okay.

it Q: If you go to the next page, which is -- of

2o Exhibit 2, which is marked page 51, in the first

1211 paragraph, the first sentence says, quote,

r2z) Dr. Cameren and Dr. Kahn will testify that AT&T did
23 not base its lease rate increases for the Bigg

124j telephone sets after January 1, 1986, on the cost

1281 of providing the equipment and service plus a

noj
[y

12|
I'm not
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mreasonable pI‘Oflt period, closed quote. Is that
jzicorrect? 1 mean, did I read it correctly?

3 A: Yes, sir, you read it correctly.

i Q: Okay. Is that an accurate statement of

15! your opinion?

6 A: This sentence, although it may be
[71indelicately phrased, what it means is that AT&T's
it lease rates do not reflect a reasonable set of

@1 costs. Whether those costs are measured by the
10 cost that we pulled out of their own discovery
nudocuments or -- Qur scenarios take four approaches,
nzrand we tried to pull out very conservative means of
13 looking at what would have measured a reasonable
i14) set of costs for the lease rates. And what this

st sentence indicates is that AT&T didn't price its
Lei leases at rates that were reasonable by those
n7nstandards. It didn't do that. o
ne  Q Well, the way this sentence reads. 1t SEeems
neito say that you're giving an opinion as to how AT&T
1201 actually went about setting its lease rates. -

21 A: Well, AT&T did what AT&T did. What I

i22i atternpted to do was ook at what a market proxy
l23jwould have yielded. And if you think of a market
lz4; proxy for a competitive outcome or even a

tzsi regulatory proxy for a competitive outcome as being

Page 51
yithappened had we -- one, how could we -- how could
uwe find a proxy for what the competitive market
(a1 might have yielded for this particular item, and
(4 this item is a lease rate. What would the -- what
s would a regulator have allowed? And a regulator
sl would have aliowed, you know, a fair rate of return
mon and off capital plus reasonable expenses.
181 And then we said, Okay, also what if the
w0l FCC did not do a cost of service. but they -
o1 implicitly allowed the agreed-upon rates are the
i1 dollar 507 If I use the rotary 1.50, do you know
nzwhatl --
na Q: Yes.
nal  A: Wpuld they implicitly allowed the
n1s)agreed-upon rate 1.50 rate go into effect? And
ne then let's take that as a given. Then let's say ]
n7went back, and [ looked at some price indices; and
na I said bond rates were falling, price indices for
1ol telephone equipment was falling. What would happen
1zal if we just allowed that particular rate to grow at
1zy general inflation rate? What would that have done?
122 So we looked at all of these things. all of
|23 these proxies for what a market outcome might have
j2a1been. And then we said, Okay, the lease rate still’
@2s produces darnages, and even though -- and in every

Page 50
mthe reasonable outcome, then you could back into
121 saying, well, the AT&T lease rate wasn 't reasonable
13in that context.

w ['m not saying that AT&T didn't do -- what
18] AT&T -- Like I said, AT&T did what AT&T did. They
g1 did what was in AT&T s best interest. Is it
i7i reasonable for them to do what's in their interest?
8: Yeah. But did they price their leases at a
i3 competitive cost -- at what would have been
norreflected in a competitively driven cost plus a
i reasonable profit? Ne, they did not.
iz Q: Okay. I'm going to just try to restate
nasithat to help me understand. Are you saying that as
114 a general matter that you deveioped -- And we'll go
ns through these in more detail. But you developed
i16 these four different scenarios which were ways that
nnyou thought somebody who was attempting to utilize
l181a pricing system based on a certain rate of return
nsion the cost of providing the service might have
120} gone about it?
211 A: That's part of it. That's a part of it.
ey Q: Okay.
23 A: Basically what we tried to do was, given
iza) the amount of data that we had, we tried to look at
1251 this from the point of view of what would have

Page 52

() case we built in a margin, a margin of error. Tll

iz get to -- We'll get to that tn a little bit, too.

i3 But in every case we allowed ourself not just an

w assumed profit rate. but a high degree of margin of
i51 €ITOT. Co
is1.And we said, Okay, what's happening here?

(7 Is this a -- Is this what a market would have

& produced? Is this what the regulator would have
o aliowed? Is this what the market would have
(o allowed? And the answer was no. This is not the
1 reasonable -- This is not what we would have

12 expected to have seen under those conditions. The

- naregulated return we see would have been a little

i1a1 bit higher, which is what you would expect to see
(1s1in a regulated market than the two competitive
161 proxies, but none of them are as high as what AT&T

n7 charged.

itej And it wasn't just an assumed profit. 1

ns mean, we went and looked at what the FCC had
2ol allowed AT&T at the time of -- right before

rz1; divestiture, and we went and we looked in AT&T's
122tdocuments; and we see that in their repricing

s docurmnents, even as you go into the mid to early
iz4) ‘908, they are using the 12 1/2 percent return --
125) rate of return which they tell us is the
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ni 17 1/2 percent before-tax return, and we used
@20 percent. ‘Rates are coming down, not going up.
131 5S¢ that's a very generous return. So it's more
u than reasonable. It's more than reasonable.

51 Q: In the sentence, the one | was referring

l6i to, that first sentence there on page 51, it makes
7 a reference to cost of providing the equipment and
w1 service plus a reasonable profit. Let me just

ls) pursue the question about the phrase reasonable
no profit. What do you mean by that term?

ny  A: Well, like I said, we estimated using the
(12120 percent which was more than reasonable. in my
i3 opinion, because, like I said, we -- the FCC
najapproved 12 1/2 percent, which is -- which is
f1siroughly -- Depends on the state and depends on the
18 level of taxes at the time. But 20 percent is in

117 excess of 12 1/2 percent rate of return, and that
ns continued long after rates started falling.
1e) We know AT&T was using at least -- or was

;zoj using a 12 1/2 percent later on. And we used 20.
1z11That was in excess of that. So we built in more
1z2f profit than AT&T was using. In addition to that,
iz we did a scenario -- If you look on the sheet, you
124; will see one of the headings says direct, and one
125 of them says FDC.

o Page 35
i Q: Okay. Well, let me maybe ask a
izrhypothetical. Tmean, if 1 have --
i3 A: It is generous in that respect.

@ Qi If-- o

s A: If you would like me to use a lower number,
sl again. you know -- :

1 Q: I'm just trying to -- .

181 MR. MARKER: Iwould like you to -- You're

jo; not letting him finish his questions.

nol  A: I'm sorry. Sorry. '

iy Q: Well, let me ask -- Let me sort of pursue

iz this hypothetical. If somebody develops a consumer

(13 product that is very much in demand, is able to

nsi sell that product for -- at a profit rate of a

nsthundred percent because that's what people will pay

neifor it, is that an unreasonabie profit?

17 A: No, not necessarily, if the market will

ns bear that. But I think, first of all, you've got

9] to remember that, like [ said, that, one, the FCC

1201 approved a rate of return of 12 1/2 percent, and

2 AT&T was using it. So AT&T decided that this was

z2rreasonable.

23 And secondly, if AT&T's costs were higher

l2¢ than average and AT&T needed a higher rate of .
s return, then that would have been reflected in.
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- Q: Right. .
2l A: FDC stands for fully distributed cost, and -
(3! that means we have added another 40 percent in
(¢ addition to the 20 percent markup -- Let me
151 rephrase it. :
8 Q: We can -- Actually maybe if you don't mind,
(71 let me cut you off there, because [ wanted to go
el through those --

o A: Okay.

ey Q: -- sort of one at a time; and later we'll
i1 get to them.

nz  A: Okay.

nal Q¢ Here I'm just trying to explore the general

1 notion, what you mean by reasonable profit. Maybe
15 more pertinent question would be: Who decides
i1si what's reasonable?

17 A: In this case, I am -- I'm assuming that if

18 AT&T -- if the FCC approves something less than
1191 20 percent. then surely -- and if AT&T -- I'm

o sorry. If the FCC approves something less than
211 2C percent and if AT&T itself was using something
221 less than 20 percent, then surely {f we use

231 something -- if we use 20 percent, then 20 percen.t
1241 is -- is reasonable, because it has at least a

lzst margin of error built into it.

Page 56

il their own numbers, and we were using their own. . -
minumbers. We used AT&T's own costs. We used their
(31 own recurring costs. We pulled it out of their own -
14 documents. We used their own 12 1/2 -- We used a
isinumber that was slightly in excess of their own
s number from their own documents. So like 1 said, I
mdidn't go out and do my own discounted cash flow
181 and decide that 20 percent was the right number. 1
i pulled that from AT&T's own documents.

nol Qi Okay. Well, presumably -- Well, let me

111 strike that.

it21 Did you do any calculations to determine

na what profit AT&T was realizing on its leases of

ns telephone equipment?

1151 A: No. Their documents tell us that they were
nsrealizing very heavy-duty profits on this lease.

7 Q: COkay.

ust  A: And in fact, I see documents in their

s discovery that suggest that, you know, they were

tzol worried about the FCC coming down on them for that

@ireason. So we know that they had high margins of

12z profits on these -- on this service,

za; Q: Okay.

2el  A: Butldon't personally -- I did not

_iesi personally do a -- We have the break-even analyses.
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it So we know they were -- they were realizing very

12 high profits on it.

@ Q: If in an example of somebody who develops a

i consummer product that's in great demand and is able

isi to sell it for a2 hundred percent profit, why would

i61it be unreasonable for AT&T to lease telephones for

m the highest rates it can get, get the greatest

I8 profit it can get?

i@ A: It's not unreasonabie for anybody to charge
1ol the maximum the market will bear, if you can get
paway with it. In a regulated setting. however,

112 there is a consumer interest involved, and there's
l1aja certain amount of consumer gouging that can go
najon. And in this case, my understanding anyway is
ns|that the consumers -- well, AT&T had other

ner divisions of which it can subsidize these products.
{t71As long as everybody -- As long as

181 everybody is {ree to choose, that's fine, as long

19 as everybody's free to choose. But the only way

(201 you can do that without any probiems is as long as
121) everybody's free ta choose and you're not

2l segregating or separating your markets. But if

iz3] you've got market power, then it does become g

12¢| prablem.

251 Q: Well, let me --

) Page 39
njyou use the term in this sentence? '

21 A: When we get up to 1/1/84, they may or may
winot have been. The way regulation works is, first

141 of all, it works with a lag. Youdoa
is1cost-of-service study. You do it every so often.

181 By that I mean when you do a cost of service, you
7 put rates into effect for a certain period of time.

is) Those rates may have been good, and they may have
mdone a cost of service in 1979. It may have been

no; good in 1978. Whether they were good in 1983, 1
nuden't know. Whether the rate that was good in
nzi Oregon is also good for Maryland, ! don't know.

(131 Also, rates at various commissions are set
(14l also with certain types of policy in mind.

115 Remember when I told you earlier | testified on

sl universal service issues; those are subsidy issues.
17 Any commission can take it upon itself at any time-
nsyto have any class of service essentially subsidize
ngjany other class of service if it took a mind to.

iz0; They have the power to do that. So when you asked

- ziyme if those rates were reascnable, without having

iz21 been involved in those cases, [ can't say.

izar Q: Okay. Let's go on to the next sentence in
j2aithat paragraph. It states, quote, Nor did AT&T

125 have to consider what competitors were charging to

Page 58
nl  A: When you've got market -- '
12; MR. ARMSTRONG: Let him ask a-question, and
pithen you answer. : .

4l A: I'm sorry.

55 Q: Let's pursue that. W’hy is it a problem if

®slyou've got market power?

71 A: Because with market power, then the

18] consuumers are -- you're able to segregate your

@ markets, and consumers don't have the alternatives
no that you might otherwise think they have. You're
nuable to exploit the monopoly power. You're able to
i121 exploit the market power --

inar Q: Okay.

14 A: --in both cases. I mean, whether you are
1151 a competitor or monepolist. it's in your best
nsiinterest to charge the maximum the market will
117+ bear.
18) Q: Okay. How did AT&T set lease rates before
ne 1/1/867
200 A: AT&T didn't; RBOCs did, R-B-0O-C-8.
iz Q: Were those lease rates regulated before
1221 1/1/86%7
i3l A: They would have been regulated at the state
1241 level.
i2si  Q: Well, were those lease rates reasonable as

Page 60
nilease similar equipment, since there was no such
121 direct competition, closed quote. This is still
mireferring to setting lease rates after 1/1/86:is
i that right? e
st A: Well, I'm not -- | did not do a study of
sl the lease market or the sale market in this case.

171l am not testifying on the degree of competitiomn.

is11 did not do an analysis of the competitiveniess of

o1 either of those markets.
sol Q: Well, are you saying that youre not in a

f11] position to say whether or not AT&T had to consider
nzywhat competitors were charging to lease similar

13 equipment or not? :

1141 A: [ think the lease market is a separate

ns entity from the sale market. Ithink that goes

ne back to prohably -- to what I said before. In my
n7rown circumstance, back in 1986 probably although
ns; people may have started becoming aware that they
i1 could purchase phones, [ don't know that purchasing
w20 phones was a direct substitute for leasing phones
ireven at that peint in time. But [ have not done a
12z study of this market. [ don't know -- I didn't
123 write this sentence. and I am not prepared to speak
[24) to it at this point.
s} Q: So at this peint, you're saying you don't

Depasicnpt
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nmhave an opinion as to whether this sentence is
21 correct or not: is that right?
B A: Ithink AT&T probably had to consider what
41 was going on in the market in general. They would
151 have been foolish not to lock out in the market and
is: Know what was going on. But in terms of whether or
i7inot they had to consider what their competitors
sl were charging when they set their lease rates, I
[l see no evidence that they did that.
o, Q: Okay. But you didn't make a study to
111 determine whether or not they had?
nz  A: 1did not make a study to determine that.
na Q: Do you know if anyone -- if there was
il anyone else leasing telephone equipment at 1/1/867
st A: Iam not aware. My undérstanding is that
el Cincinnati Bell, maybe some of the other RBOCs,
n7riwere leasing. I don't think that was in -- I'm not
nsisure if that was in direct competition with AT&T or
nanot. But I'm not aware -- I certainly in my own
2ol experience not aware of anybody leasing in direct
1211 competition with AT&T.
1221 Q: But you were aware that non-AT&T entities
1z3)were selling phones at that point in time; is that
“raright?

esi. A: As I said, in the summer of ‘86, | became

Page 63
Iy Q: Would it be fair to assume that the people

2 who stopped leasing phones from AT&T between 1/1/84

imand 1/1/86 at least for the most pa.rt must have
ui purchased phones?

51 A: No. Idon't know where they went. I

15| would -- I wouldn't want to say that. I'm not sure
i7;where they went.

B Q: Okay. Welk let me -- Would it be fair to

1ot say that for the most part people who stopped

nolleasing phones from AT&T between 1/1/84 and 1/1/86

1y either purchased phones or leased from somebody
2] else?

n3  A: They got a phone somewhere, I would like to
(14 believe, but I'm not sure where they went.

its1 Q: I guess that's my point. It's not

-8 reasonabie to believe that most of those people

nrjust stopped having telephone service?

81 A: That's right. They did not just stop
nerhaving service. but I'm not sure how they met that
201 need.

2y Q: Okay.

zzi MR. MARKER: Do you want to take a break

123 anytime soon? .

124t MR. BURKE: That would be fine. I'm a.lways

1zsi open for a break. :

Page 62
maware that they were, because | was given a phone.
2 Q: Okay. Butis purchasing a telephone a
@i close substitute for leasing a telephone?.

@ A: Up until that point in time, it certainly : .
is5iwas not for me, and it obviously wasn't for a lot
161 of people in AT&T's service territory. )
71 Q: Well, after 1/1/86 would it be fair to say
18 that purchasing a telephone would have been a close
{91 substitute for leasing a telephone?
nor  A: Did not do a study of the market, but -
11 apparently not. I don't believe that people would
nz have continued to pay the prices that they paid,
narhad that been the case, but again, I didn't do a
sy study. ['m not testifying to that.
15 Q: Okay. Do you know how many people left --
(el Strike that.
1171 Do you know how many people stopped leasing
L8l AT&T telephones between 1/1/84 and 1/1/867
sl A: No, not off the top of my head, I don't.
el Q: So you don't know what the erosion rate was
21j as far as the leasing customers go? .
i22]  A: Notin --
. 1231 Q: In that time frame.
241 A: In those particular years, no, I'm sorry, I
25 don't.

Page 64

1) (Off the record.) -
i (Exit Mr. Bonacorsi.)

i3 Dr. Cameron, did you have conversations

ulwith -- well, with any of the lawyers of the Carr

i1 Korein firm during the break?

® A: Yes, Idid.

71 Q: What did you talk about?

8 A: We talked about whether [ was té.lking too
gt much or not.

ito) MR. MARKER: A subject on which I'm an
iti1authority.

iz Qi Did you talk about any of your substantive
1131 testimony from before the break?

{141 A: No.

1usi  Q: Let me call your attention in -- I keep

us wanting to call it the report, but it's not. But

n7 the interrogatory answer on -- Again, on page 51,
nsithe first paragraph, the last sentence states --

19 the substance of the sentence says, quote, AT&T
1o} based its rate increases solely on how much it

211 could charge consumers without significantly
1221 accelerating the erosion rate, closed guote. Did 1
l23l read it correctly?
A: Yes, you did.

Q: Do you agree with that?

(241
(251
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n A: The documents produced in disclosure

iz suggest that that was a motivation. As I repeat, I
131 did not do a -- an analysis of how AT&T's pri'cing
1rdecisions were made. My context here is strictly

15 in terms of AT&T's lease rates compared to the cost
i61 base prices that [ developed in scenarios one, two,
7 three, and four. And I determined that those rates
i) that I developed were not consistent with a

9} competitive outcome.
ol Q: Well, with respect to just this sentence,

(1) are you saying that you don't have a basis to agree
{121 with it or disagree with it at this peint?

na;  A: Idid not do a study, and I do not know the
114] entire basis upon which AT&T based its pricing
15 decisions.

s;  Q: Okay. Well, still I'm going to keep

ti71 pushing this on this sentence. You're going to
f1srhave to tell me whether you ean agree with this

19 sentence, or are you not in a position to either

iz0 agree or disagree with this sentence?

zu  A: I neither agree nor disagree,

2; Q: Okay.

123 A: Okay.

247 Q: Well, assuming that the sentence --

tzs; Assuming that this was true, assuming the sentence

. Page 67
i maximization. I don't know,
2y Q: I'it was a profit maximization, would that
13 be reasonable economic behavior on the part of
1l AT&T? :

51 A: Would not -~

sl MR. MARKER: Go ahead.

in  A: Sorry. Profit --

18) MR. MARKER: I object to the extent that
lsITeasonable economic behavior is vague, unless
neiyou're speaking of reasonabie economic behavior in
i1 the terms of which she's speaking of reasonable

121 economic behavior for purposes of her testimony in

a3 this case. Subject to that, you can answer.

na Q: Can you answer? Maybe you did answer. I'm

st not sure whether you completed your answer. Could

itei | have the question back.

117 (The requested portion of the

ne record read by the reporter.}

o) Okay. Can you go ahead and answer.

2ot A: And let me just repeat that [ did a study

211 of what would be reasonable pricing, reasonable

1221 cost base pricing in this case. And if you were --

1za) From a competitive point of view or what a

(z4i regulatory or -- proxy for what a regulatory

1zs; authority might allow or what the pricing under -- -

Page 66
mactually -- actually -- Strike that. . -
1zl Assuming that this sentence is accurate and
i3 that AT&T did base its rate increases solely on how
) much it could charge consumers without
s significantly accelerating the erosion rate, in
I6; your opinion is there something wrong with that?

m A: There's something wrong with it in the
i8; sense that it is -- it yielded rates that were high
sirelative to the reasonable cost base rates that I

110 developed. .

ny  Q: Okay. The erosion rate that's reférred to

1121in this sentence, is that a -- do you understand

nathat to be a reference to the rate at which people

4t would stop leasing telephones?

nsi  A: I understand -- That was my understanding

16l from its use in AT&T's own documents.

inm Q: Wouldn't that be just sort of classic

ns market behavior of trying to maximize profits on

i1s| policing business? 1

20l A: Wouldn't what be classic market behavior?

1211 Q: To base the lease rates solely on how much

=221 it could charge consumers without significantly

123/ accelerating the ergsion rate.

241 A: It might --Ican't say. I'm SOITY.

r2si There's -~ That may or may not be at a profit

Page 68
i1 Or if we took the implicit prices that were o
tzrapproved by the FCC and inflated those and brought
i3 them forward at the rate of inflation, all of those
) are reasonable prices that would have come out of
15} competitive pricing, regulatory pricing or
i5; whatever. All of those are reasonable prices.
171 This is not reasonable pricing under my
g standard. As to what AT&T's behavior is or should
1 have been, I'tn not testifying to that.
nor Qi Okay. Let's mark this.
i {Defendants’ Exhibit Cameron 3
nzy marked for identification.)
na Dr. Cameron, let me hand you what's been
namarked as Exhibit 3 to your deposition.
nsi A: All right.
e Q: And ask you to take a look at that, please.
ur I guess before you start, Il represent to you
narthat -- Well, page 1 is obviously a cover letter
nsfrom Matt Armstrong to Ketrina Bakewell, indicating
i201 that it's forwarding worksheets created and
21 employed by Plaintiffs’ experts, Pamela Cameron and
iz2t Mark Kahn, in reaching their opinioens. And the
i23) attachrnents to it are the copies of the worksheets
=41 that were received by Ketrina Bakewell, who is a
ps|lawyer at Bryan Cave.
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11So I-- Do you récogm‘ze these documents as

12 the worksheets described in Matt Armstrong's

@ letter?

13, A: Irecognize them as worksheets -- the

is; worksheets described here, yes.

s Q: Okay. Well, | have added page numbers in
7 the lower right-hand corner to all of the

sl worksheets, for ease of reference here. -

o A: Okay.
nol Q: And so I -- If you take the clip off of the
inwhole package --
nz  A: All right. Off.

na Q: -- and there are three different sets of
4 worksheets. This is the way it came to us. They
is were in three different packages. Solwant to ask
e some questions sort of about one and to the others
umif I may. Package No. 1 starts at page 1. Package
s No. 2 starts at page 24. Do you see that?

119 A: Yes.

moi Q: Okay. The notation in the upper left-hand
t21; corner of both pages 21 and 24, it seems to
iarindicate that this is a spreadsheet that relates to
[za1 traditional rotary phone.

241 A: That's correct.

@si 'Q: Okay. In the middle of the bottom of

Page 71
nidifferent treatment of the way the -- If you go to
pithe top of the column called existing ins, and it

i is the -- one, two -- the third column over,

wiexisting ins --

st Q: Right.

® A: -- we discussed a little earlier the way

(7 existing ins was treated.

B Q: Yes.

o A: Existing ins is treated in tl'us particular
nojone -- The one that begins on page 24 ERO, existing
s131ins Is treated in this one proportionate to the
pziclass EB share -- I mean, to the EB data class size
i3 as we discussed earlier. On this one over here
(tal that is not ERQ, existing ins are excluded from the
15 class, from the EB class, from the EB class for
nsl purposes of calculating damages.

71 Q: I'm trying to decide whether it makes more

118 sense to slide through the headings. but let me ask
(o1 it this way: Just generally speaking, are you

1201 saying that the sets classified as existing ins

21 were treated as if they were riew ins in the ERO

[221 data?

23 A: No.

20 Q: Then, if you would, please, try it again. -

2511 thought what you were saying is that existing ins g

Page 70
1 page 1 a_nd page 24. I guess that's a file name, a
z1computer file name.
3 A: Yes, sir. .
4 Q: On page ! it's CC, underline, EBDA’T‘A
i underline. share, dot, XLS?
i1 A: That's correct.
71 Q: That indicates that's an Excel spreadsheet;
181is that correct?
18 A: XLS is Excel, yes.
noy Q: Then on page 24, the file name is similar
nubut not the same. It's CC, underline, EBDATA,
a21underline, share, dot, ER, underline. O, dot, XLS.
us  A: Yes. That's correct.
(1a;  Q: Okay. And can you tell me what -- To use a
(s shorthand -- If [ may use this shorthand, the
116 spreadsheet that starts on page 21, I'll call it
n7 ERO version.
ns  A: Okay.
ng  Q: Can you tell me what the difference is
120 between the ERO version of the spreadsheet and the
2t non-ERQ version? ‘ |
=21 A: Yes.
23 Q: Okay. That's a long way to get to this
124) question.
251 A: The ERO version has in it a slightly
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i were excluded from -- I'm sorry. Justtry to © . .
121 again, would you, please.
@ A: The opposité. They are excluded from the
1sl one that says EB data share.
s Q: Okay.
61 A: They are included in the one that says ERO.
im (x Okay. When you say -- 5o let's go EB data.
@ Well, that's not the right -- There is the --
@ A: There's the CC in front of it,
nop  Q: But there's --
1111 MR. MARKER: They both say EB data share.
nz  Q: Right. That's what I'm trying to figure,
13 what's the best. One is -- One is share ERO, and
;141 the other one is just share. Is that okay?
usi  A: That will be good.
1161 Q Okay. Well, in the one that's just share.
i17 then you say the existing ins are not inciuded?
s  A: They are not included.
pa Q: And when you say they're not included, does
roi that mean they are treated the same way as new ins?
zu  A: That's correct.
izt Q: And in the ERO data, the share ERO,
l23; existing ins are treated how?
241 A: Existing ins are included in proportion to
izs| the percentage of embedded-base phones in the prior
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mymonth to the total sets in service that we

121 discussed earlier.

B Q: Okay. And in the ERO data or in the ERC
[+ analysis, was that treatment -- Strike that.

15 In the ERC analysis. were the exdsting ins

|si treated the same way across all the models?

71 A: Ifl understand. you're asking me were they
i treated the same -- because there's -- Let me ask
131 you to please repeat the question.
noj Q: Here's maybe -- Let me tell you why I'm

i asking the question. If you look at page 24. 25,
nziand 26, okay, at the bottormn, the footer on the
naipage, all has that same file name that has the ERO
ftaiin it.

usi A: Okay.

nsi  Q: But then when you get to page 27, which
(17 starts the spreadsheet for traditional touchtone;
j1a1is that right? You have to answer.

f1sy - A: Yes, I'm sorry.

2o; Q: That one does not have the file name for

2 ERC in it. Ithink all the pages 27 through 41

12z similarly do not have the ERO file name in it.

23 A: My understanding is that the -- the words
124/ ERO should be down here, if it is an ERO case.
izs; Otherwise, it is not an ERO case. This appears to
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11 pages also?
iz A: No, sir, I don't believe so. This --
@ These -- This information looks like some of the
(@ stuff that was on Dr. Kahn's machine, on Dr. Kahn's
B computer, and I do not believe -- This would be
ts; applicable to everything. This is not unique to
71the ERCO case.

" s Q: Okay. Well, let's go back, 1f we can, 1o

e page 1.

noi  A: Let me make sure and just check to make

ni sure they weren't mixed up in the wrong files here.
nz2r Q: Okay.

na  A: Sorry.

ne  Q: That's fine. Anyway, if you take a look at

ns page 1 of that spreadsheet --

ne  A: Yes, sir.

nn Q: -- that's ones {for traditional rotary; is

s that right?

nel A: Yes, sir. '

21 Q: And this is the non-ERO version of the

121} data, right?

z2;  Ar Yes, it is.

23 Q: Okay. I'd just like to go across the

iz+ columns at the top and have you explain to me what
izsi information is in the column and how it's being
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i1 be the same as the non-ERO case. -
2zt Q: Could you tell me the page numbers you're
mireferring to. the two page numbers at the bottom?
14i  A: Yes. Tm sorty. I'm referring to page 27
(siand page 4.
s Q: Okay.
71 A: They both say T-R-A-D-T-T; trachtlona.l
18) touchtone, up in the upper left. And -- But I can
s tell by looking at the numbers and I can tell by
noilocking at the file name across the bottom here
i that these are the same case or whatever you will.
nz Qi Okay. I guess maybe is it correct that
narthere should be an ERO spreadsheet for each of the
14} six model telephones? -
usi  A: There should be an ERO for each of the six,
[16] yes.
n7  Q: Ckay. And apparently we don't have it? We
18 have the one EROQ for the traditional rotary from --
nsithat's pages 24, 25, and 26. And then all the rest
201 of those pages from 27 through 41 are non-ERQO
i21] spreadsheets. .
21 A: Those are all non-ERQO spreadsheets.
@ Q: And if you go to page 42 -- This question
124 actually relates to pages 42, 43, and 44, and 45,
zsiand 48. Should there be ERO versions of those
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qyutilized in the -- in the calculatmns that are
21indicated on this spreadsheet. B
B A: Okay. This is -- These Spreadsheets
jairepresent some of the early data we started
15 collecting. We were trying to collect information
i on the volumes or sets in service. This provides a
i foundation or the basis for the damages, if you
s will, and it's by set type, of course. On this
1o particular one -- And again, I'm reading from your

o page 1.

iy Q: Right. Please use those. Thank you.

nzr A: All right. It is the traditional rotary

13 phone, and it starts off at 1984: and on the first

© 14 column it says, SIS, dash, BOP. These are taken

sl from, I guess -- These are taken from -- The
s information was pulled from the discovery
nzidocuments. I don't know the exact name of the

nsi document, but SIS stands for sets in service. BOP
ng stands for beginning of period. That's column ore.
2oy Q: Okay.

211 A: The next one says new ins, I-N-S, The

;221 third column is existing ins. Then the fourth

123 column is reinstate ins, reinstate and then ins.

24 Then it's total ins per menth. So the T-O-T stands
125 for total. Then ins per month,
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i1 Q: Okay. Can we stop there, and maybe |

21 understand sets in service beginning of period.

13i That's data you indicate came from a source at _
4l AT&T.

51 A: Yes.

B Q: New ins, 1 assume that data also came from
i71 some of the data you received from AT&T?

;@ A: That's correct.

i Q: Okay. It doesn't show any new ins for '84,
o) '85, or '86.
11 A: You would be better off to ask Dr. Kahn
nzrabout that. It may be because 1984 and '85 were
na not part of our damage period. It may be that he's
11 not showing it here. [ can't address that.

ns;  Q: Okay. But new ins are remaoved -- Well,

s let's strike that. Maybe we'll get to that in a

17 minute.

ns; Then existing ins?

ne)  A: Existing ins were the --

izer  Q: That's existing customers that added new

12 phones or changed model] or something like that; is
1221 that right?

23 A: Yes. Again, this information is defined in

24 Mr. De Lura's transcript. and he -- you know, he --
s and there's also -- As [ indicated earlier,
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11ins. Aga.m this is data you recewed frormn AT&T?

@ A:r Yes, sir. .

3 Q: But it was basically a measure of people

@ who had been cut off from telephone service and had
15 then become reinstated to telephone service?

st MR. MARKER: [ object to the question. Did

{7iyou mean to say telephone service or lease service?
B Q: Lease service.

s A: Lease service, yes. This refers to lease
(101 service, yes.
ny  Q: Okay.
1121 A: It means the service was reinstated and --
131 Yes. :

14 Q: Okay. Then the next column is total ins

11s) per month.

nst  A: Uh-huh.

n7: Q: In this particular case, it has a number

18 153.540: is that right?

e A: Yes, sir.

2ol Q: The first number there. How does that

21 number relate to -- Well, how is that number

1221 derived? Is that a number from AT&T, or is it

j2a) somehow a computation based on the other numbers‘?
24 A: The first number will probably be a

[zs) computation based on the other numbers, and once .
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1 thcre s -- there's a discovery document that .
z1defines it precisely. Exlstmg ins also includes a
@ second phone. )
14 Q: Okay. And then that data also came from
5IAT&T?
B A:r Yes,
7 Q: Going back to the sets in service beginning
g1 of period, is all the data that appears in that
jg column data from AT&T, or is any of it calculated
iiolin some way?
1 A: Some of it had to be calculated. And here
inz2i for the exact details on which particular numbers,
113 there were some interrelation that had to be done,
itsiand Dr. Kahn will have to address that, of the
nsi specifics on that. i
sl Q: Okay.
171 A: There were a few points missing, and he
usifilled in those blanks. But basically we just
191 straight-lined it between them, if you will.
2o Q: Yeah.
211 A: We made no heroic assumptions other than to
122) take the information they gave us for the period we
z31did have and then the next period and then
i24) interpoiate between them.
. 251 Q: Yeah. Ithink we were up to the reinstate
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a1again, this number will have been derived -- Let's
121 See. R :
i3t Q: Well. do you know how it's denved from the
la other numbers? That's my confusion. I'm locking
s1at it, and it's 153,000. And the other data in
is) here is for ins, and it's for existing ins; and
i7it's 76,280, and [ don't know how the relationship
181 is.
ot A: I think it would be better if you address

no that particular question to Dr. Kahn, Like [ said,
111 these are the kinds of things that had to get

nz ironed out right at the beginning while I was still .
n31in New Mexico.

ns Q: Okay.

st A: And some of these decisions about -- This
us goes back to the sets in service data that [ was
n7telling you that had to get done right at the

Itei beginning.

e Q: Okay.

2o A: And he was doing all of this.

2 MR. MARKER: If we could go off the record

1221 for a second.

tz2» MR. BURKE: Sure.

24 (Off the record.)

1zs: The column that says UTEC --
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i A: Idon't think --
@ Q: -- there's no data in it.
3 A: Yeah. There's no data.
i Q: Then the next column says EQ out. Do you
151 know what that stands for?
6l A: Yes, sir. I believe that was a line item
7 that was on the original documents that we had, but
isjwe never had the date -- we never had the data for
i that: and we didn't end up using it. We set up the
1101 spreadsheet so we could put it in, but we never got
i1 the data: or we never used the data -- and we never
nz21used the data.
pa Q: Do you know what it stood for?
4] A: No, sir. I don't remember off the top of
nsimy head. _
nsi Q: Okay. The next column is SIP. It only has
n7a couple of numbers, I think, in that whole
ns spreadsheet. Do you know what SIP stands for as
g used in this column?
o1 A: As I recall, SIP stands for sales in place.
iz11 ] don't believe we -- Again, it would be better to
1221 talk to Dr. Kahn about that. We ended up having to
123 get some sales-in-place data from other sources,
|24t too, so you can talk to him about that.
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(1any reinstates, because it's January. And then
121it’'s also -- We use a mid-period convention,

131 because later on, as I said, we're always going to
141 be using -- because we use the mid -- because we
i1 wait to get the proportion of cuts, we use the

@ prior month's, the end-of-period weighting scheme,
mthe 75/25, we use a mid-month convention,

8 Q: So the mid-period class column is -- is it

@ correct to say that's the number of sets your
norcalculations would ascribe to being in the class in
nnJanuary of ‘847

1z A: Well, that's what Dr. Kahn used, I believe,
31 to calculate the weighting scheme. Once again, for
nathe exact formulas, it's not going to make much
insidifference whether you use the beginning of the
nisi period or end of period, but | would be more

i17; comfortable if you would talk to him about that.
nsi Q: Okay. And then the last column, the

g mid-period class divided by the mid-period SIS, is
izol that the number -- or the proportion that you
zureferred to that's used to determine what

iz2) percentage of the outs are new ins?

1231 A: Yes. That are part of the class, right?

rz4) Let me ask you to rephrase the question, pleaée,

izs; Q: Okay. Then the next column is totai out. 125 Sir.
Page 82 Page 84
111 Do you know where -- Well, what does that signify? u Q: Okay. : e

121 A: These are sets in service that have been
13l taken out, out of service.
1) Q: And does that data come from AT&T, or is it
is1 calculated in some way?
51 A: That comes from AT&T.
7 Q: The next column is BOP class, stands for
il beginning-of-period class phones: is that right?
s A: Beginning-of-period class, yes.
o Q: Okay. And then the next column is EOP
i class?
nzi A: End-of-period class. '
13 Q: Now, the beginning-of-period class for
pajJanuary ‘84 is the same as beginning-of-period sets
n1s1in service; is that correct?
usl  A: Yes.
n7  Q: Then the end-of-period class for January
(181 '84 is some number smaller than the
(191 beginning-of-period class?
2ol  A: We've had some outs.
211 Qs Okay. Can you tell me what calculation
1221 takes place between beginning-of-period class, that
23 nunber, and the end-of-period class number?
sl A: We take out the cuts and add in the
i2sireinstates. In this case [ doubt -- there won't be .

21 A: Because I think the answer to that question
wwas really no.

wl Q: All right. Well, I'm afraid of getting

is myself twisted around on some of these things.

i Here's what I understand the basic idea of what
myoue doing is: At any given period, any given

s month, you start with a number of phones that are
) in a class, and during that period, that month, you
nothave data that says here are outs, people who
nileave, stop leasing phones. 50 those -- For the

21 most part, those people are going to be subtracted
3 from the phones that are in the class, but to the
i1s] extent those outs really are people who had already
s been subtracted from the class because they were
16/ new ins in a prior month, you don't want to
i171subtract them from the class in a later month; is
st that right?
ner A: To the extent they were not part of the

120l embedded base, that's right. We do not want to
izl1subtract them, that's correct.
22t Q: And so you're trying to determine for any
123 given month what percentage of the outs had never
r¢l become part of the embedded base to begin with?
izsi  A: That were not part of the embedded base in
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i the first place.

@ Q: Okay. And is that percentage that you used
i3l the percentage that appears in this colurnn that's
tat marked mid-period class divided by mid-period SIS?
5t A: I I understood your question, I beljeve

151 that is reflected in that column.

izt MR. MARKER: I'l make it in the form of an

sl objection. I'm just trying to make sure I

ol understand your question. Michael, you're asking
itoy what part were not part of the embedded-base class
itnas of 1/1/84 in the first place, right? They could
112t have been part of the embedded base back before
nz 1/1/84 that's not relevant.
nsyMR. BURKE: Yes.
nsiMR. MARKER: I just wanted that
lisi clarification. Okay.
17 Q: (By Mr. Burke) Going back to the column

e that's marked existing ins, [ think you told me
s that that's the column that is treated differently
zo1in the ERQ version of the data and the non-ERQ
@y version of the data; is that right?
12zi  A: That's correct.

lzsi (Enter Mr. Bonacorsi.)

1241 Q: While we're here, can you explain to me how
281it's treated in -- well, in the data that's on-

Page 87

Il A: That's correct. Only in proportion to the

12/ class size to the whole. _

3l Q: Okay. Now, if I can get you to goto

i+ page 18, and actually my general question has to do

I with pages 19, 20, 21, 22, and 23. So just let me

i1 start with: Can you explain these pages to me, or

i71is this a topic that T'd be better off taikmg w1th

151 Dr. Kahn about?

181 A: You would be better off talk.mg with :
ioi Dr. Kahn about this. I'm much better at labeling
litimy work papers than he is. If this were mine, we
nzwould have -- we would have sources on these pages.
1131] can see that obviously some of these were pages
nal that he was using to -- to deveiop the -- to
i1sidevelop these coiumns, but you need to talk to him
nsj about those. :
n7i But conceptually it is what [ said -- as we
nsidiscussed. but exactly what it is without labels, I
inei would be hesitant to say.

o Q: Okav. And then page -- And this wili be

izt; the third packet, but it's actually pages 47, 48,
12249, 50, and 51. Can you tell me what those pages
1231 are?

i2a]  A: Yes, sir. Using the top page, which is

1251 page 47, traditional rotary, it says monthly
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Jupage 1. on that spreadsheet, which is the non-ERO
12/ version? :
Bt A: And this spreadsheet just reflects.the -
# numbers as they are. So you won't really see the
isinumber, because you don't get the class sets in
l6] service summed up on this spreadsheet. The class
I71sets in service are on the other spreadsheets that
(81 you should have gotten. This is basically like the
1 underlying work papers that go with the damage
no caleulations, the ones that are named damages and
1y damages with interest, :
112} So when you saw a number there that said
[:3) $€ts in service, that number should reflect the
najfact that these existing ins and existing outs were
nsitreated differently in these two scenarios. _
nsi Q: Okay. And even though I wrote this down, I
fimwant to be sure I got it right. That in the
:8100n-ERO version of the spreadsheet, the existing
t91ins are net included within the class; is that
120 right?
1211 A: That's correct. They re not added in.
1221 Q: But in the ERO version, they are added in
123 but only in the proportion that's defined in the
24 last column here, the mid-period class divided by
125 the mid-period SIS? :

Page 88

nicharge. it's identified -- The titie says Blended - -

21 Cost Base. This is a summary page that gives you
@1 for scenarios one, two, and three, the summation of
uithe costs that were described in the --theyre 'V
151 described down here, scenarios one, two, three, and
i61 four. Those are the summation of the recurring and
7 nonrecurring costs or the recurring capital costs
sl that we discussed earlier.
@ Q: Okay.

not  A: The direct and nondirect costs from the

111 scenarios that we estimated.

pzr Q: Okay.

nal A: In other words, these are the costs that we

haj estimated.

nst Q: Well, are these -- Are these the -- Are

(16 these what you would call the reasonable lease
n7irates, or are these costs per telephone numbers of

s some kind that you still have to do some

Iig calculation to come up with something you call

120 reasonable lease rates?

@2 A: No. These would be the reasonable cost

{221rates, the reasonable lease rates.

23 Q: Okay. So these are just summary pages of

124} the results of all the calculations that come up

rsl with here's what you're saying would be the
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